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IntroductionIntroduction

How forecasts are usedHow forecasts are used
Review of forecastsReview of forecasts
–– CEC vs. national, PNW & NYMEX futuresCEC vs. national, PNW & NYMEX futures
–– CPUC forecastsCPUC forecasts

Unavailability of relevant CPUC Unavailability of relevant CPUC 
forecastsforecasts



Why Forecasts?Why Forecasts?

Planning vs. ContractingPlanning vs. Contracting
–– Planning Planning –– assessing optionsassessing options
–– Contracting Contracting –– setting price and termssetting price and terms

For planning: a range appropriateFor planning: a range appropriate
For contracting: point forecast with For contracting: point forecast with 
risk assignment between partiesrisk assignment between parties
CEC CEC –– planningplanning
CPUC CPUC –– contracting/ratemakingcontracting/ratemaking



Measuring Importance of Forecast Measuring Importance of Forecast 
“Certainty”“Certainty”

Every forecast will be wrongEvery forecast will be wrong
What are the consequences of being What are the consequences of being 
wrong?wrong?
Influence of near term prices dependent Influence of near term prices dependent 
on discount and price escalationon discount and price escalation
–– 50% in first 20 years of 40 years with 5% 50% in first 20 years of 40 years with 5% 

discount rate and 2% real escalationdiscount rate and 2% real escalation
–– 80% with 10% discount rate with 0% real 80% with 10% discount rate with 0% real 

escalationescalation
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Forecasts ReviewForecasts Review

NYMEX Futures NYMEX Futures –– seasonal patternseasonal pattern
National National 
Pacific NorthwestPacific Northwest
CECCEC
CPUC CPUC –– MPR & Avoided CostsMPR & Avoided Costs
IOU forecastsIOU forecasts
CAISO forecastsCAISO forecasts





Comparison of NYMEX Monthly Prices 
Henry Hub
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NYMEX Natural Gas Price Futures 2007-2011 
vs. CEC Staff Forecast
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Comparison of National Gas Price Forecasts
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Comparison of PNW Gas Price Forecasts
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CEC Staff Natural Gas Price Forecasts 2005-2025
Southern California Border
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Comparison of CPUC Forecasts
MPR vs. EE Avoided Costs
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Comparison of CPUC Forecasts
PG&E ERRA, PacifiCorp vs. 2004 MPR & EE
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Comparison of CAISO Transmission Study 
Forecasts
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CPUC Gas Price Forecasts StatusCPUC Gas Price Forecasts Status––20032003--0404

9/1/04NYMEX forwards, extrapolatedPG&E 2004 Long Term Procurement 
Plan

R.04-04-003

7/9/04Global Insight (semi-annual)SCE 2004 Long Term Procurement 
Plan

R.04-04-003

7/9/04Independent by SoCalGasSDG&E 2004 Long Term Resource 
Plan

R.04-04-003

3/8/04N/ASDG&E Procurement (Otay Mesa and 
Palomar)

A.04-03-008 

2/27/04Global Insight (semi-annual)SCE SONGS SGRPA.04-02-026

1/9/04price forecast info not provided in 
application

PG&E Diablo Canyon SGRPA.04-01-009

5/15/03NYMEX forwards, w/ Global Insight 
extrapolated

PG&E Long Term Procurement PlanR.01-10-024

5/15/03price forecasts held confidential in 
Appendix 2A

PG&E Short Term Procurement PlanR.01-10-024

5/15/03price forecasts held confidentialSCE Short-Term Procurement PlanR.01-10-024

5/15/03gas purchases redacted, no price forecasts 
in application

SDG&E Procurement Plan R.01-10-024

Filing Date Source/MethodologyProceedingDocket



CPUC Gas Price Forecasts Status CPUC Gas Price Forecasts Status –– 20052005

12/23/05redacted prices as fuel expense (NYMEX 
forwards, w/ Global Insight extrapolated)

SCE Kern River CC PPAA.05-12-030 

11/1/05Opal Wyoming market pricePacifiCorp GRCA.05-11-022

10/14/05NYMEX futures extrapolatedPG&E 2006 ERRAA.05-06-007 

10/11/05Single winter season estimateSoCalGas 2005 Winter Use of StorageA.05-10-012

10/7/05only upper and lower boundsSoCalGas Long Term Gas 
Transportation agreement

A.05-10-010

10/3/05implicit fuel costs for Miramar & Palomar, 
but gas price not broken out

SDG&E 2006 ERRAA.05-10-004

6/2/056/2/05 application contains no price dataSCE South of Path 15 ProcurementA.05-06-003

6/1/05no fuelprice data foundSDG&E demand response programsA.05-06-017

6/1/05Only shows cost of programSDG&E gas/electric energy efficiencyA.05-06-016

6/1/05no fuelprice data foundSCE public goods charge energy 
efficiency

A.05-06-015

6/1/05Only shows cost of programSoCalGas energy efficiency programsA.05-06-011

6/1/05Only shows one month of pricePG&E energy efficiency programs 
budget

A.05-06-004

5/1/05no forecast data includedSDG&E 2005 ERRAA.05-05-012 

5/1/05no forecast data includedSCE 2005 ERRAA.05-05-011 

5/1/05no forecast data includedPG&E 2005 ERRA A.05-05-006 

5/1/05no fuelprice data foundSCE Critical Peak PricingA.05-01-018

2/10/05Blend of EIA, CEC, and privateCPUC Energy Division 2004 MPRR.04-04-026

Filing Date Source/MethodologyProceedingDocket



CPUC Gas Price Forecasts Status CPUC Gas Price Forecasts Status –– 20062006

all confidential work papersGRC Filings:  PG&E, SCE, SDG&EVariousVarious

4/14/06no public gas price data found in 
application

SCE 2006 ERRA triggerA.06-04-016

4/9/06NYMEX, then blend of CEC, and 2 privateCPUC Energy Division 2005 MPR 
Resolution E-3890

R.04-04-026

4/3/06no public gas price data found in 
application

SCE 2006 ERRAA.06-04-001 

3/24/06NYMEX, then blend of CEC, and 2 privateCPUC 2005 Avoided CostsR.04-04-025/-003

Filing Date Source/MethodologyProceedingDocket


